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197,000 persons had received homestead
credit refunds averaging $206 each. Tax-
payers owing additional tax were paying
on the average, an amount of $215 with
returns filed.

Several common errors have delayed
the processing of returns and have neces-
sitated the mailing of correction notices
to taxpayers. The most common mistakes
include:

- Incorrect computation of the standard
deduction,

— Amount of gross tax incorrectly
computed,

— Addition or subtraction errors.

— Failure to claim personal exemption
credits.

— Failure to carry the correct income
amount from the federal income tax
return (Form 1040) to the Wisconsin
return (Form 1).

DEPARTMENT'S TAXPAYER
ASSISTANCE INCREASED
iN 1977

While providing taxpayers with infor-
mation is a year-round activity for the De-
partment, most of the activity each year

naturally occurs during the period between
January 1st to April 15th. During this peried,
most individuals file their income tax returns
and homestead credit claims.

Data maintained during this year’s filing
season indicate that nearly one of every nine
Wisconsin taxpayers took advantage of the
Department’s taxpayer assistance program.

In total, more than 284,000 calls and visits
were made to the Department’s 36 offices lo-
cated around the state to request tax informa-
tion, forms and assistance in preparing 1976
returns, That represents an increase of more
than 10% over last year.

REMINDER! TAXPAYERS ARE
REQUIRED TO NOTIFY THE DE—-
PARTMENT OF REVENUE QF
FEDERAL ADJUSTMENTS AND
AMENDED RETURNS

If an individual or corporation taxpayer's
federal income tax return is adjusted by the
Internal Revenue Service {IRS}, and the ad-
justments affect the amount of Wisconsin in-
come reportable or tax payable, such adjust-
ments must be reported to the Wisconsin De-

tended from the normal 4 year period to 10
years.

To simplify the filing of an amended return,
Wisconsin Form 1X for individuals and Form
4X for corporations may be used. These forms
are available at any Department office. The
amended Wisconsin return or copy of the fed-
eral audit report should be sent to:

Wisconsin Department of Revenue
Audit Bureau

Post Office Box 80

Madison, Wisconsin 53701

Further information on this reporting require-
ment may be found in Technical Information
Memorandum 1-29 “Taxpayer Required to Give
Notice of Federal Audit Adjustments and
Amended Returns” {May 12, 1976).

OFFICE AUDITING: NUMBER AND
TYPES OF ADJUSTMENTS MADE

Office auditing plays a crucial role in the
Department’s responsibility of administering
the state’s income tax laws. Both the income
tax returns of individuals and the franchise/fin-
come tax returns of corporations are routinely
office audited. Usually a taxpayer’s returns
covering a three-year period are audited at one

time.
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An office auditor examines tax returns to
verify the accuracy, correctness and com-
pleteness of the information being reported.
For example, income, deductions, exemp-
tions and credit items are reviewed to see
that taxes have not been either underpaid
or overpaid. When an office auditor requires
additional information to complete the re-
view of a return, the information is typically
requested from the taxpayer by letter. In
some instances the request may be made by
teiephone.

In the 1975-76 fiscal year nearly two
million corporation and individual income
tax returns were office audited. Such audits
resulted in approximately 52,5600 assessments
of additional tax against individuals and
4,600 against corporations. These assess-
ments amount to about $15 million in addi-
tional tax. In addition, this auditing activity
generated approximately 26,600 refunds
amounting to more than $5.2 million.

Some of the problem items most frequent-
ly involved in office audit adjustments
include:

- Refunds of state incame taxes previously
claimed as an itemized deduction are
not reported as income in the year
received.

— Incorrect amounts of credit are claimed
for estimated tax payments made.

— Incorrect amounts of itemized deductions
are claimed for state income taxes and
sales taxes paid.

— Insufficient amounts of estimated tax are -

paid, with the result that penalties are
imposed.

— Treatment of capital gain income or loss
is incorrectly reported.

— Personal exemption credits allowable are
not claimed.

REPORT ON LITIGATION

{This portion of the WT8 summarizes
recent significant Tax Appeals Commission
and Wisconsin court decisions. In cases
which decisions adverse to the Department’s
position are rendered, it will be noted
whether or not the Department acquiesces
or wilf appeal.)

Greycote, Inc. v. Department of Revenue
{Wisconsin Tax Appeals Commission,
February 9, 1977.) The taxpayer, which

did not have a Seller’s Permit, provided back-
ground music on the premises of the customer.
The taxpayer also sold used equipment during
the years 1969, 1970 and 1971.

During 1971 the taxpayer sold its entire
Muzak franchise, related equipment and ac-
counts receivabie to a new owner. The sales
price of the equipment sold in this transaction
was $26, 100, and the Department imposed
the 4% sales tax on this amount. The tax-
payer aiso had sales of used equipment of
$6,210 during 1971. The Tax Appeals Com-
mission held that the saie of the equipment
with the entire business was an exempt occa-
sional sale.

The Department has appealed this decision.

Romain A. Howick v. Dapartment of Revenue

(Wisconsin Tax Appeals Commission, March 14,

1977.) The taxpavyer sold stocks he purchased
prior to establishing his Wisconsin domicile,
Stocks from 12 different companies were sold
in 1970 and stocks from 3 additional compa-

nies were soid in 1973.

The Department assessed gain or loss for
each stock sale by using either the stock’s mar-
ket value on the date taxpayer's Wisconsin
domicile was established or the stock’s federal

basis.
There was no individual stock for which the

Department assessed gain on any sale for Wis-
consin purposes where federal loss actually
occurred. The Commission, however, ordered
maodification of the assessment. The Commis-
sion found that the assessment had the uiti-
mate effect of creating artificial gain from
actual loss when the sales for the two years in
issue were viewed on a net rather than an indi-
vidual stock sale basis.

The Department has appealed this decision.

Bailey-Bahrman Steel Corporation v.
Department of Revenue {Wisconsin Tax
Appeals Commission, April 27, 1877.} The
sole issue was whether the petitioner was en-
gaged in manufacturing as that term is defined
ins, 77.51 (27}, Wis. Stats. and thus was en-
titfed to the sales and use tax manufacturing
exemption provided for by s. 77.54 (6) {a},
Wis. Stats. The Commission held that the
petitioner was engaged in manufacturing and
was entitled to the exemption claimed.

The petitioner's operation consisted of
taking raw coiled steei having a width of up
to 48 inches and weighing about 15 tons per
coil and, through the use of a rotary slitter,

slitting the steel into narrower widths. The
petitioner did not press, stamp or change
the thickness of the steel it slit, The Com-
mission, however, concluded that the stee!
had a different dimension, flatness and con-
figuration after being slit and heid the
process to be manufacturing.

The Department has appealed this
decision.

TAX RELEASES

{*Tax Releases” are designed to provide an-
swers to the specific tax questions coverad, based
on the facts indicated. However, the answers may
not apply to all questions of a similar nature. In
situations where the facts vary from those given
herein, it is recommended that advice be scught
from the Department. Unless otherwise indicated,
Tax Releasas apply for all periods open to adjust-
ment. All referances to section numbers are to
the Wisconsin Statutes uniess otherwise noted.

NOTE: Many of these were formerly distrib-
utad to Department personnei as sales tax memas
or reports, |t is thought that these positions
would be of help to taxpayers and tax practi-
tioners.)

SALES TAX

I. Motor Vehicles and Recreational
Vehicles Purchased by Nonresidents
The gross receipts from the sales of

motor vehicles or truck bodies to persons

wha are not residents of this state, and who
will immediately remove such motor vehi-
cles or truck bodies from Wisconsin are ex-
empt from the Wisconsin 4% tax. This
exemption anly applies to self-propelied
vehicles designed for and capable of trans-
porting persons or property on g highway.

This includes motor homes.

The exemption does not apply to sales
of non self-propelled vehicles, such as mo-
bile homes, travel trailers, semi-trailers,
recreational trailers, other trailers, nonmo-
torized vehicles, snowmobiles, slide-in camp-
ers, road machinery, construction machinery
and forklift trucks. Therefore, if a nonresi-
dent accepts delivery of any of these items
in Wisconsin, the Wisconsin 4% sales tax
applies to the transaction.




	Summary of Individual Returns Filed
	Taxpayer Assistance
	Taxpayer Required to Notify DOR of Federal Adjustments & Amended Returns
	Number & Types of Adjustments Made

